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SUMMARY 


Burma's agriculture-based economy expanded at a moderate rate last year as 
ideal weather conditions contributed to increased output of nearly all 
crops. Other productive sectors, perhaps spurred by the increased agri- 
cultural output,also recorded increases over the previous year. Poorer 
weather conditions during the 1977/78 growing season, however, may mean 
that Burma's economy will record somewhat lower growth at the end of the 
present fiscal year period. 


Inflation, which had been a major problem in Burma for several years, 
leveled off significantly last year. An improved fiscal position made 
government recourse to bank financing unnecessary. This held down expan- 
sion of money supply which in turn contributed to a dramatic reduction in 
the inflation rate. Lower prices for food and other agricultural products 
as the result of the good harvests also helped reduce consumer costs. In- 
flationary pressures might revive over the coming year as the poorer harvest 
and an anticipated budget deficit could combine to drive up prices. 


Greater export volume for rice and higher international prices for teak, 
Burma's two leading foreign exchange earners, led to a rise in export 

value last year. Imports declined somewhat, reducing the nation's 

chronic trade gap. However, the overall balance of payments remained in 
deficit, and Burma was forced to draw down on its foreign exchange reserves. 
Foreign debt increased, but the higher export earnings helped to hold down 
the country's debt service ratio. 


Burma's development plan, which runs from 1978 to 1982, sets ambitious 
growth targets which may not be met. However, the government is giving 
increased attention to those sectors of the economy which have suffered 
from neglect over the past decade. Development projects under the plan, 
particularly those funded by International Financial Institutions, open a 
wide range of sales opportunities for U.S. suppliers, and U.S. exports to 
Burma in 1978 are likely to double in value when compared to last year. 
Although there is need for foreign capital and technology, the investment 
climate in Burma does not appear attractive for U.S. firms. An exception 
could be offshore oil exploration, as the Burmese Government may negotiate 
exploration contracts with foreign petroleum firms in the coming year. 





KEY ECONOMIC INDICATORS: BURMA 


All values in U.S. $ million 
and represent period averages 
unless otherwise indicated 


Prevailing Exchange Rate 
Estimate 


FY 1976 & 1977: US$1.00 = K6.7 . 1/ 
FY 1978 : US$1.00 = K7.2 % Change 1978—" _ 


INCOME , PRODUCTION, EMPLOYMENT 


GDP at Current Prices 33510: . 13.8 4,039 
GDP at Constant (1969/70) Prices 1,7%. ‘ 6 1,842 
Per Capita GDP, Current Prices ($) 113. 3 12.9 130 
Gross Fixed Investment 218% 23.5 390 
Average Per Capita Income, 116. 12 i303 
Current Prices (S$) 
Industrial Production Index (1969/70=100) 102 10.7 235 
Labor Force (in thousands) 12,130 2.1 12,650 
Average Output Per Worker 242 4.5 258 
Constant (1969/70) Prices ($) 


MONEY AND PRICES 
Money Supply 925. 
Interest Rate (Union of Burma Bank) 6 
Wholesale Agricultural Price Index (1972=100) 237 
Consumer Price Index, Rangoon (1972=100) wan 


BALANCE OF PAYMENTS AND TRADE 


Gold and Fore}, 
External Debt= 


gn Exchange Reserves 134. 109.3 -19 81 

542. 710.7 31 850 
Annual Debt Service 33 40.1 21.5 44 
Balance of Payments -28. -23.7 17.4 -25 
Balance of Trade -68 -24.8 63.5 = 10 


Exports (Mainly FOB) 173.8 210.4 Hi 270 
U.S. Share La 1.4, ) 1.6 2 
Imports 241.8 agasn ls “ROD 340 
U.S. Share ti.3 13.6 18.3 20 
Main Imports from U.S. (FY 1977): 
Capital machinery and equipment ($7 million); transport equipment and spares 
($3.7 million); chemicals and pharmaceuticals ($1.8 million). 


1/ Years specified are Burmese Fiscal Years (April 1 to March 31). 
2/ Currency in circulation plus demand deposits. 

3/ Includes dispersed and undispersed amounts. 

4/ Revised estimate. 





CURRENT ECONOMIC SITUATION AND TRENDS 
Economic Growth and Domestic Production 


Burma's economy recorded its second consecutive year of modest expansion 
during the fiscal 1976/77 period. Following a 4.8 percent growth of Gross 
Domestic Product in FY 1976, preliminary figures for the 1977 fiscal year 
show a GDP growth rate of six percent. Although this preliminary estimate 
may have to be revised downward as more exact statistics become available, 
it provides an indication that the Burmese Government's increased atten- 
tion to the nation's economy is beginning to show some small results. The 
average annual growth rate of GDP for the decade from 1966 to 1975 was only 
2.3 percent, which barely kept pace with population growth estimated at 

2.2 percent per annum. 


The agricultural sector which suffered from neglect during the 1966-75 
decade remained the backbone of the Burmese economy, and provided the main 
impetus for growth over the past two years. Last year agricultural output 
grew by an estimated 5.3 percent. Nearly all major agricultural products 
recorded some gains in production. The all-important rice subsector pro- 
duced another record harvest with a marginal (.4%) increase over the bumper 
crop of the previous year. Excellent growing conditions were again mainly 
responsible for the rise in agricultural output as the weather cooperated 
with the Burmese farmers for the second straight year. Increased govern- 
ment emphasis on the agricultural sector resulting in more favorable 
procurement prices for some crops and greater availability of fertilizers, 
insecticides and other inputs also contributed, but in a lesser degree, to 
the expansion of the agricultural sector. 


The weather has not been as kind to Burma's farmers during the present, 
1977/78, crop year. Less than normal rainfall for the rice paddy growing 
season and unseasonal showers at the time of harvest may reduce rice paddy 
production to a level below that of the past two years. This lower output 
could result in a smaller exportable surplus of rice, Burma's main foreign 
exchange earner. Other leading crops also suffered from the drought or 
near drought conditions which prevailed during the past crop year, and as 
a result, prices of agricultural commodities may rise in the coming months 
renewing inflationary trends which had been largely overcome during the 
past year. 


The value of manufacturing output rose by more than ten percent during the 
past year. Moreover, industrial output in the past three years has recorded 
an annual average rate of increase of 7.7 percent compared with an increase 
of only .5 percent per annum in the years from 1970 to 1975. This was 
probably a direct result of the improved agricultural output as the indus- 
trial sector is mainly agro-based. Processing of food, beverages and 
tobacco account for about 65 percent of total output and another ten percent 
is devoted to production of cotton textiles. Burma's industrial sector, 
particularly heavy industry, still suffers from underutilization of capacity 
due mainly to shortage or lack of imported raw materials, spare parts and 
other necessary inputs. Burma could take far greater advantage of its 
abundant natural resources to expand its industrial base, e.g. processing 
marine and wood products. Although the government's development plan 





5 


calls for some expansion in these areas, other priorities serve to siphon 
off a large portion of Burma's small, available investment resources. 


Burma's mining sector grew by an estimated 31.4 percent in 1976/77 when 
compared with the previous year. Most of this increase was due to greater 
output value in the petroleum subsector. Onshore crude oil production 
rose by 21 percent as output reached 26,000 barrels a day. Production 

of other minerals such as tin and tungsten increased only marginally. 


Offshore oil exploration was disappointing, and the four foreign firms 
which had been searching for petroleum in Burma's waters ceased operations 
in 1977 after failing to find commercial deposits. However, the Burmese 
Government may open other offshore areas for exploration by foreign oil 
companies during the coming year. 


Despite the increase in onshore petroleum production, Burma continued to 
experience shortages of diesel fuel and other petroleum products during 
the past year as government policy, which proclaimed that the nation was 
self-sufficient in petroleum, permitted no imports. For the past two 
years government projections have called for a small amount of crude oil 
to be exported, but this goal has not yet been attained. Domestic demand 
has been artificially suppressed, and any export of petroleum during the 
coming year would probably be more the result of continued suppression of 
domestic demand rather than increased production to the point where Burma 
has an actual exportable surplus. 


The forestry sector grew slightly in real terms last year after a decline 
in FY 1976. The value of power output was also up by over 11 percent, 

but the construction and transport sectors lagged behind the general growth 
recording only marginal increases. 


The productive sectors of the economy account for about 50 percent of GDP 
while the services and trade sectors each contribute about 25 percent. 

For the past several years the fastest growing sector of the economy has 
been social and administrative services. Last year the growth rate for 
social services fell to 6.5 percent from 12 percent the previous year and 
its share of GDP remained constant at 11.1 percent. This growth perhaps 
reflects the government's past preoccupation with social welfare programs, 
but it cannot be sustained without an expansion of productive sectors which 
provide the financing for these programs. 


Burma's illegal economy, the black market, continues to flourish. Rigid 
government controls over all aspects of the economy which ignored or 
failed to respond to consumer demand created conditions which were ideal 
for the growth of a black market system. This illegal sector encompasses 
most of the commercial and a considerable share of the productive activity 
in Burma. It provides work and income for countless numbers of people 
who might otherwise be unemployed, but it is a drain on the official 
economy as a large share of the country's resources, output and labor are 
devoted to this illegal channel. 





Money and Prices 


Perhaps the most significant aspect of the Burmese economy during the 

past year centers on an improved fiscal position which in turn reduced 

the growth rate both of money supply and inflation. For the first time 

in over a decade the government did not have to resort to domestic 
borrowing to finance current budget spending. Thus, expansion of money 
supply slowed to 4.5 percent in FY 1977 after growing by 13 percent and 

35 percent in FY 1976 and 1975 respectively. The lower monetary expan- 
sion plus increased production, particularly of basic foodstuffs such as 
rice, contributed to a reduction of inflationary pressure. Burma's annual 
inflation rate as measured by the Rangoon Consumer Price Index was about 
15 percent for the past fiscal year. While this may still be high by many 
standards, it compares quite favorably with an annual rate as high as 36 
percent less than two years ago. Further, most of the price increases 
came in the early months of the past fiscal year. For the present’ year, 
the inflation rate is safely under ten percent, and this dramatic turn- 
about for prices can be viewed as the most important economic accomplish- 
ment in Burma over the past five years. 


External Sector 


The excellent rice paddy harvests of the past two years created a larger 
exportable surplus of rice, Burma's leading foreign exchange earner. 

Last year Burma exported over 650,000 tons of rice and rice products, the 
largest export volume since 1972. Higher international prices for teak- 
wood, the nation's second leading export, resulted in increased foreign 
exchange earnings from the commodity despite a lower export volume. As 
rice and teak account for nearly 75 percent of Burma's foreign exchange 
earnings, the value of the country's exports in FY 1977 rose by 21 per- 
cent over the previous period. 


Based on the most recent figures available, the value of Burma's imports 
dropped in 1976/77 when compared with the previous year. The decline in 
imports was unexpected as earlier estimates had shown a large increase 
in imports during the period. However, implementation of many develop- 
ment projects lagged behind schedule and the required inputs were not 
obtained from abroad until after the change of the Burmese fiscal year. 
The reduced value of imports helped narrow Burma's chronic trade imbalance, 
but the country cannot afford to cut back further on essential imports. 
If development goals are to be approached, Burma requires a substantial 
increase in imports of capital and intermediate goods, and there is 
virtually no scope to reduce the level of non-essential imports. 


Burma's overall balance of payments remained in deficit in 1976/77 for the 
second consecutive fiscal year period. Although capital inflows increased, 
they were not sufficient to overcome the large current account deficit. 

The country's balance of payments position is weakened by lack of export 
diversification, i.e., the heavy reliance on teak and rice as foreign 
exchange earners. However, Burma does enjoy a basic strength in its 
balance of payments situation in that it is largely self-sufficient in 
food and energy. 
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According to unofficial estimates, the value of imports for the first half 
of the present (1977/78) fiscal year was about three times above the amount 
shown during the same period last year, while export value was up by only 
one-third. The government made efforts to again cut back on imports during 
the latter half of the year, but another large trade gap and another defi- 
cit in the overall balance of payments is expected at the end of the present 
period. 


Burma has been forced to draw down on its foreign exchange reserves. Gross 
reserves fell from $135 million at the end of the 1976 fiscal year to $109 
million at the end of the last fiscal period, sufficient to finance about 
five months of imports at last year's rather low levels. Present estimates 
place the country's foreign exchange reserves at about $80 million repre- 
senting a further erosion during the present period. 


Burma's foreign debt grew by 31 percent in the period under review. However, 
much of this debt was in the form of long-term concessionary loans largely 
from International Financial Institutions. The increase in export value 
helped hold the debt service ratio to under 20 percent. Foreign debt 
service places a heavy burden on the nation's economy, but in truth it is 
not that the debt is too high but that export earnings are too low con- 
sidering Burma's potential for export. When compared with GDP, Burma's 
foreign debt service is a very modest one percent, and considered in this 
light the foreign debt burden does not appear unmanageable. 


Prospects 


The short-term outlook for Burma's economy is perhaps not as bright as it 
was a year ago. The rather unfavorable weather conditions do not augur 
well for a third consecutive bumper paddy harvest and other agricultural 
output will also be lower. This will probably mean a smaller exportable 
surplus of agricultural produce which will put a further strain on the 
balance of payments situation. It may also mean higher prices for food 
items on the local market, and this coupled with an anticipated rise in 
money supply might well rekindle the inflationary fires that the govern- 
ment so successfully damped down during the past year. Burma's agro-based 
industries may also be affected by the downturn in agricultural output, 
and the economy as a whole probably will not expand as much in FY 1978 and 
1979 as it did in the past year. This again points up that Burma's agri- 
cultural economy is heavily dependent on the whims of the weather. 


However, the country has made some economic progress that is not likely 

to be undone by one year of unfavorable weather conditions. Barring 
unforeseen circumstances the nation's political situation should remain 
stable over the coming twelve months. There have been no communal dis- 
turbances or political upheavals in the past two years. For the longer 
term, Burma could take greater advantage of its abundant natural resources 
and well-educated population if government policies and attitudes can be 
liberalized further. 





The Burmese Government's development plan, which runs from 1978 to 1982, 
envisages an average annual GDP growth rate of six percent. Exports 

are scheduled to increase at an annual rate of 14.6 percent and imports 
are to grow by 11 percent per annum over the plan period. Investment 

is to average nearly 20 percent growth each year until by 1982 the 
investment/GDP ratio reaches 21 percent as compared with less than 9 
percent last year. The plan places first priority on production for 
export with sectoral emphasis on agriculture, forestry, mining and trans- 
portation in that order. 


The goals of the development plan are ambitious and given the past deteri- 
oration of productive capacity, they are unlikely to be met. Lack of 
foreign exchange, insufficient mobilization of domestic resources, poor 
infrastructure and excessive bureaucratic procedures are just a few of 

the constraints that must be overcome before the targets can even be 
approached. Nevertheless, Burma is actively attempting to realize some 
of its economic potential after more than a decade of neglect and actual 
discouragement of economic progress. 


IMPLICATIONS FOR THE UNITED STATES 


Investment 


Despite Burma's need for foreign capital and technology, the government 


remains antagonistic toward private foreign investment. The Burmese 
Government has announced it will consider such investment under special 
circumstances, but it has set no guidelines or incentives to attract 
private foreign investors. The lack of such guidelines and incentives 
plus the still uncertain economic outlook and the government's open lack 
of enthusiasm for foreign investment combine to make Burma a rather 
unattractive investment prospect. An exception could be in offshore 
petroleum exploration. The Burmese Government may choose to negotiate 
contracts with foreign petroleum firms for renewed offshore exploration 
during the coming year, and this might prove an area of interest for U.S. 
petroleum firms. 


Sales 
Prospects for increased sales of U.S. goods to Burma during the next twelve 
months are very good. In 1977 the Chase Manhattan Bank organized a loan 
of nearly $40 million for the Burmese Government-owned Myanma Oil Corpora- 
tion to finance the purchase of drilling rigs, pipeline construction and 
related petroleum equipment. Most of the orders resulting from this loan 
have already been placed with U.S. suppliers and these orders will be 
filled over the course of the coming year. These orders plus increased 
Burmese procurement from U.S. sources to meet development needs seem to 
assure that the value of U.S. exports to Burma will more than double in 
calendar year 1978 from the some $13 million exported in 1977. 


Development projects financed by the World Bank and Asian Development 
Bank will require capital equipment, machinery and spare parts for which 





U.S. suppliers should be most competitive. The Asian Development Bank 

is currently funding fishery, forestry, irrigation and livestock projects 
and it will commence additional projects in fisheries, power and sugar 
mills during the coming year. The World Bank, which also finances a 
wide range of projects in Burma, plans to add irrigation dams, a fertil- 
izer factory, a forestry scheme, a telecommunications project and a 
major road development program in the near future. All of these projects 
will open a wide range of sales opportunities for U.S. firms. There may 
also be opportunities for consultant services in connection with some of 
the projects. 


Major sales opportunities will be mainly in agricultural machinery, mining 
equipment, road construction and earth moving equipment, forest extraction 
equipment, capital goods for agriculture-based industries and spare parts 
of all kinds. Most major purchases will be by international tender, and 
U.S. suppliers should be alert to the sales opportunities offered by these 
tenders. 
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AST—-WEST TRADE 


Market Data Package 


A New Market Research and Evaluation Tool 
Custom-Made for Your Company’s Product Line 


Each Market Data Package contains: 


e Projected U.S. export potential in eight Communist countries. 


e Exports, including trade shares, by the United States and other Western 
nations to the Communist countries. 


¢ Communist country exports to the United States and other Western nations. 


© Detailed U.S. export-import trade with each Communist country. 


e Names and addresses of the Communist country Foreign Trade Or- 
ganizations purchasing your product. 


The eight Communist countries are: 


The U.S.S.R. German Democratic Republic 

Bulgaria Poland 

Czechoslovakia Romania 2 

Hungary People’s Republic of China TTT | 


SEND FOR YOUR FREE 
BOOKLET DESCRIBING 

the East-West Trade Market 
Data Package and find out how 
to order the data package in 
which you are interested. 
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Mail To: 


Office of East-West Trade Development, MDP 
Bureau of East-West Trade 

U.S. DEPARTMENT OF COMMERCE 
Washington, D.C. 20230 
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